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Abstract 
Family Takaful is one of the service sectors that are expected to continue to drive growth in the economy. Thus, 
the family Takaful market continues to play an important role in supporting economic and social development. 
However, in Malaysia, family Takaful market is still at a lower penetration level if we were to compare to other 
developed countries even though the Takaful industry continues to sustain strong performance amidst challenges 
in a competitive environment. Evidence has shown that the percentage of society covered by family Takaful 
contracts in Malaysia is still very low compared to conventional insurance. Therefore, the study aims to propose 
a conceptual framework for the determinants of family Takaful demand in Malaysia. From a review of the 
literature available in this particular area of interest, there are two categories of factors that are found to be the 
main determinants of family Takaful. These factors are the socio-demography and economic factors. 
Keywords: Family Takaful, Islamic life insurance, Malaysia 
1. Introduction 
Takaful originates from the Arabic word kafalah, which means guaranteeing each other. Takaful is generally 
known as Islamic insurance because the system is based on the concept of social solidarity, cooperation and 
mutual indemnification of losses of members. In addition, the Takaful system is perceived as cooperative or 
mutual insurance, where members contribute a certain sum of money to a common pool. The Takaful system is 
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based on the principles of mutual co-operation and responsibility between participants in a group. 
The principle of Ta’wun (mutual co-operation) and Tabarru’ (donation) means the risk is shared collectively by 
participants in the group with the overall objective of eliminating the element of uncertainty. For example, a 
group of persons who agree to jointly indemnify the loss or damage that may be inflicted upon any of them, out 
of the fund they donate collectively. Helping each other in the event of misfortune is highly encouraged in 
Islamic teaching. In the Qur’an, Allah mentioned that: “….Help you one another in Al Birr and At Taqwa (virtue, 
righteousness and piety); but do not help one another in sin and transgression….” (Al-Maidah: 2). 
According to the Ernst and Young World Takaful Report (2011) as cited in the International Insurance and 
Healthcare Industry news, the global Takaful contribution would increase by 31 percent to USD12 billion in 
2011 from USD9.15 billion in 2010. In addition, the rapidly growing Takaful industry is concentrated mainly in 
Saudi Arabia (making up USD3.86 billion of the industry in 2009), Malaysia (USD1.15 billion), UAE (USD640 
million), South East Asia and North Africa. 
Besides, by referring to the performance of the Takaful market in the world, most Gulf countries corporations 
(GCCs) have experienced a slowdown in Takaful growth with only the Saudi Takaful market remaining strong 
due to the continued rollout of compulsory medical insurance. It also reported that Sudan is the most significant 
market outside these regions with contributions of USD340 million whereas Egypt, Bangladesh and Pakistan are 
growing at a rapid pace. Meanwhile, in terms of regions, Takaful contributions on the Indian subcontinent grew 
by 85 percent; making it the world’s fastest growing Takaful market. This was followed by the Levant (40 
percent), GCCs (31 percent), Southeast Asia (29 percent) and Africa (26 percent). In terms of individual 
countries, Indonesia topped the Takaful market with a growth rate of 67 percent, followed by Bangladesh (58 
percent) and Saudi Arabia (34 percent).  
Generally, the Takaful industry is facing a lower return on equity (RoE) due to the intensified competition that 
small local firms face from established conventional players. It was disclosed that in GCC, average RoE for 
conventional insurers was 11 percent while the Takaful sector posted 10 percent in 2010. However, in Malaysia, 
the average RoE for conventional insurers was 16 percent and only 6 percent for Takaful operators. It was 
reported that Malaysia claim ratios are significantly lower than the GCC, largely due to the difference in 
dominant business lines. For example, GCC is dominated by general Takaful whereas in Malaysia it is mostly 
family Takaful. The family Takaful market remains underpenetrated and is estimated to contribute only 5 percent 
of gross contribution in the Mena region. While in Malaysia, the Family Takaful was reported as highly 
penetrated and is estimated to contribute 77 percent of net Takaful contributions in 2010. 
2. Problem Statement 
In the case of Malaysia, the government’s aspiration toward Takaful industry is to create an efficient, progressive 
and comprehensive Islamic financial system that contributes significantly to the effectiveness and efficiency of 
the Malaysian financial sector while meeting the economic needs of the nation. In line with this, Bank Negara 
Malaysia deputy director Azleena Idris (2011) stated that the success of the industry lies in its ability to 
collectively position itself strategically to meet the needs of the economy and the ability to be competitive and 
innovative.  
The Takaful industry is viewed as an attractive business in Malaysia and there are tremendous growth 
opportunities for the insurance and Takaful industries in supporting the requirements of the economy. According 
to the Insurance Services Malaysia Berhad (ISM), as cited in Etiqa Takaful Berhad (2011) the Takaful industry in 
Malaysia has been experiencing steady growth and rapid changes over the last 5 years. This can be seen through 
its business performance from 2005 to 2009 whereby the total Takaful industry grew by 32% in 2008 and 14% in 
2009. It is reported that family Takaful new business grew by 36% in 2008, but posted a slower growth of 10% 
in 2009. At the same time general Takaful grew by 24% in 2008 and 2009. 
Insert Table 1- here 
The Takaful industry has been blessed with tremendous growth and strong performance. According to 
EtiqaTakaful Bhd’s Chief Executive Officer, Shahril Azuar Jimin in the Evaluation of the Malaysian Takaful 
Industry (2011), the Takaful market has become more diverse internationally and locally as there has been a 
tremendous increase in the number of Takaful operators operating worldwide as well as in Malaysia. It showed 
that there were 181Takaful operators in business worldwide in 2010. Meanwhile, in Malaysia, from just a single 
Takaful operator in 1984, it had 12 Takaful operators as at 2010. This tremendous increase of Takaful operators 
in Malaysia provides the opportunities that would lead to expansion of the Takaful market share and increased 
penetration. 
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Although Malaysia’s Takaful industry has seen tremendous growth from year to year, it still lags behind its 
conventional peers in terms of total insurance market penetration and share. According to Takaful Ikhlas Sdn 
Bhd president and Chief Executive Officer Datuk Syed Moheeb Syed Kamarulzaman (2010), the penetration rate 
for Takaful in Malaysia was around 10%, compared with conventional insurance at 40%. In line with this, Syed 
Moheeb also highlighted that the primary Takaful market was the Muslim segment and the penetration was low 
due to affordability, lack of appreciation for wealth planning, lack of sharia (Islamic Law) compliant insurance 
products and awareness of such products. By referring to the total assets of Malaysian insurance and Takaful 
industry, it showed that the total fund assets for the Takaful industry was only RM6.89 billion in 2006 compared 
to conventional insurance, RM108.5 billion for the same period. By 2009 the total assets for the Takaful industry 
had increased by only RM12.4 billion compared to RM148.6 billion for conventional insurance. In terms of the 
total assets of the insurance and Takaful industry, the percentage for Takaful fund was far behind the 
conventional insurance (Table 2). 
Insert Table 2- here 
It was reported by Ernst & Young World Takaful Report (2010) that Malaysia remains the largest Takaful market 
in South East Asia, but still there is a large untapped market that exists with only 54 percent of the population 
having a life insurance or family Takaful policies (Bank Negara Malaysia, 2010). Due to this untapped market, 
the Takaful industry in Malaysia is poised to benefit in the years ahead by steady demand. It also represented a 
strong growth potential that provides opportunity to penetrate the remaining underserved areas in family Takaful. 
As the Malaysian society transitions to a more ageing population, there is room to harness the appeal of family 
Takaful as a tool for long term savings and investment, whilst protecting against financial vulnerabilities arising 
from critical illness, death, disability or unemployment or providing for children’s education.  
Malaysia intends to improve and achieve greater penetration in the family Takaful market. For that reason, the 
Malaysian government has introduced several incentives such as personal tax relief for Employees Provident 
Fund (EPF) and life insurance or Takaful premiums from RM5,000 to RM6,000. In addition, new parliamentary 
initiatives from government such as the New Economic Model (NEM), Economic Transformation Program (ETP) 
and the Tenth Malaysian Plan would lead to the growth in demand for Takaful products and services. On the 
other hand, the sales promotion and marketing activities by Takaful operators would be used to promote Takaful 
products and services among Malaysians as a form of protection and financial planning.  
All these initiatives could be among the main engines to achieve the targets in improving the low level of Takaful 
penetration rate in the country. Despite many incentives provided by the Malaysian government as a way to 
encourage more Malaysians to purchase family Takaful as well as to support the development of this industry in 
Malaysia, it is worthwhile to highlight that the majority of the population is still underinsured. Following this, an 
important question needs to be answered: what are the determinants for family Takaful demand?  
From the literature review, there is very little research in the field of family Takaful. Therefore, this particular 
study would provide new insight into the factors that influence people to buy family Takaful products. Thus, this 
study could fill a gap in the family Takaful literature.  
2.1 Research Objectives 
The main objectives of this study are: 
1) To identify the determinants of family Takaful demand; 
2) To develop a new model for determinants of family Takaful demand. 
2.2 Research Questions 
In order to achieve the objectives, the study will answer the following research questions: 
1) What are the determinants of family Takaful demand? 
2) What is the new determining model of family Takaful demand? 
3. Literature review 
3.1 Family Takaful 
Family Takaful plans are generally used for family solidarity in place of conventional life insurance which 
provides protection, long-term savings and an investment instrument. It provides a mutual guarantee of financial 
assistance in the event of death to the participant. According to Redzuan, Rahman & Aidid (2009), three main 
factors ofIslamic life insurance are: (1) to save over a fixed period of time and contribute a certain amount of 
money to a Takaful fund, (2) to earn returns on contributions from investment in Syaria compliant instruments, 
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and (3) to receive protection in the event of death to the participant prior to the maturity of the plan.  
In family Takaful, each Takaful installment is divided and credited into two separate accounts, namely the 
participant’s account (PA) and the participants special account (PSA). A substantial proportion of the 
installments are credited into the PA solely for the purpose of savings and investment. The balance of the 
installments is credited into the PSA as ‘tabarru’ or donation for the Takaful operator to pay the Takaful benefits 
to the heir (s) of any participant who may die before the maturity of the contract. The amount accumulated in the 
PA is invested in various businesses permitted by syaria and the profits are divided between the Takaful operators 
and the participants according to the agreed ratio.  
Therefore, understanding the factors that can encourage family Takaful demand is crucial because the market is 
still grossly under-tapped. Based on the previous literature, the study of the demand for conventional life 
insurance has attracted the interest of many researchers in the past but only a small number of studies have been 
conducted examining the determinants of family Takaful demand, especially those that have focused on 
Malaysians (Redzuan, Rahman & Aidid, 2009; Unanimous, 2009). Based on the scenario mentioned above, this 
study is undertaken to examine the determinants of family Takaful demand in the Malaysian context. 
According to the study by Redzuan, Rahman & Aidid (2009), they used economic determinants as their variables 
such as income, interest rates, inflation, savings, and stocks to examine the demand for family Takaful. The 
finding of their study indicates that per capita income is a robust predictor of family Takaful demand, while long 
term interest rate and the composite stock index have a significant relationship with family Takaful demand. 
However, a similar anonymous study in 2009 identified two main factors, namely economic and 
socio-demographic in determining the demand of family Takaful. Among these factors they demonstrate that 
income, Islamic banking development, education, dependency ratio, and muslim population factors are 
positively related to Takaful demand. On the other hand, inflation, real interest rate, financial development and 
life expectancy appear to be the significant factors that influence the total family Takaful demand in Malaysia. 
It seems that there is a large gap in the literature in the field of family Takaful.  For this particular study, the 
researcher has to rely on literature on life insurance in order to better understand the factors that determine 
family Takaful demand. From the literature, there are two streams of research on the determinants of family 
Takaful and life insurance, namely from the economic perspective (for example, Neumann, 1969; Cargill & 
Troxel, 1979; Babble, 1981, 1985; Brown & Kim, 1993; Outreville, 1996; Lim & Haberman, 2004; Redzuan, 
Rahman & Aidid, 2009; Ching, Kogid, & Furuoka, 2010)  and the socio-demographic perspective (for example, 
Hammond, Houston & Melander, 1967; Duker, 1969; Headen & Lee, 1974; Burnett & Palmer, 1984; Truet & 
Truet, 1990; Showers & Shotick, 1994; Gandolfi & Miners, 1996; Lin & Grace, 2007; Yusof, Gbadamosi & 
Hamadu, 2009 ).  
4. Determinants of Family Takaful Demand 
The following discussion is organized by taking into consideration the limitation of literature on family Takaful. 
From the literature review, the following are the economic and socio-demographic factors which determine life 
insurance demand which are presumed to be the same for family Takaful. 
4.1 Economic factors 
4.1.1 Income 
Evidence from literature shows that the income variable has been identified to significantly affect life 
insurance/family Takaful demand (Hammond, Houston & Melander, 1967; Duker, 1969; Neaumann, 1969; 
Fisher, 1973; Fortune, 1973; Campbell,1980; Cargill & Troxel 1979; Ferber & Lee, 1980; Burnett & Palmer, 
1984; Goldsmith, 1983; Babbel 1985; Lewis 1989; Truett & Truett 1990;Showers & Shotick, 1994; Gandolfi & 
Miners, 1996; Browne & Kim 1993; Outreville 1996; Beck & Webb 2003; Hwang & Gao 2003; Savvas, 2006; 
Li, Moshirian, Nguyen & Wee, 2007; Redzuan, Abdul Rahman & S. H. Aidid, 2009; Liebenberg, Carson & Hoyt, 
2010; Curak & Gaspic, 2011). As income progresses to higher levels, substitutes for individual life insurance 
again become available (Hammond, Houston & Melander, 1967) and as income increases, life insurance 
becomes relatively more affordable (Brown & Kim, 1993). Similar results are consistent with previous studies 
which state that when income rises insurance becomes more affordable and the demand for family Takaful and 
life insurance increases (Redzuan, Abdul Rahman & S.H.Aidid, 2009).The empirical evidence from Cyprus 
showed that for every C£100 million increase in GDP there would be a C£10 million increase in life insurance 
premiums (Savvas, 2006). However, despite a low income level in China and considerable variation in the levels 
of economic development among areas, the rapid economic growth as a whole over the past ten years has played 
an important role in encouraging people to purchase life insurance products (Hwang & Gao 2003). 
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H1: There is a positive relationship between income and family Takaful demand. 
4.1.2 Inflation 
Inflation has been identified as one of the factors that influence life insurance demand. Consumers are found to 
be sensitive to inflation, be it expected or realized, by reduced purchasing of life insurance (Babbel, 1981). It can 
be summarized that the cost of life insurance protection would increase with anticipated inflation resulting in a 
decline in life insurance sales. However, most studies reveal that the relationship between inflation and the 
demand for life insurance/family Takaful is not significant (Neumann, 1969; Fortune, 1973; Cargill & Troxel 
1979; Babble, 1981; Brown & Kim, 1993; Chang, 1995; Hwang & Gao 2003; Arena, 2006; Savvides, 2006; Li, 
Moshirian, Nguyen & Wee, 2007; Redzuan, Abdul Rahman & S.H.Aidid, 2009; Liebenberg, Carson & Hoyt, 
2010). Inflation is documented having an insignificant relationship because inflation itself can erode the value of 
life insurance, making it a less desirable good (Brown & Kim, 1993; Redzuan, Abdul Rahman & S.H.Aidid, 
2009) as well as making it a less attractive product (Fortune, 1973).The negative impact of inflation also 
confirms that anticipated inflation depresses the value of financial assets and therefore reduces the attractiveness 
of life insurance products (Li, Moshirian, Nguyen & Wee, 2007). On the other hand, there is no evidence found 
that the life insurance industry itself suffered an adverse impact over the periods of high inflation in China. This 
is because the period of high inflation was also a period of high economic growth, and in line with that, 
consumers were less sensitive to the negative impact of inflation as inflation did not have a detrimental effect on 
people’s living standard (Hwang & Gao, 2003).  
H2: There is a negative relationship between inflation and family Takaful demand. 
4.1.3 Interest Rate 
Several researchers have studied whether the interest rate variable plays a role in influencing life insurance 
demand. From the studies, it also helps to know whether consumers are really concerned with the market rates of 
interest when making decisions to purchase life insurance. The interest rate has shown different results in which 
some of the studies identified that there is a significant positive relationship between demand and interest rate 
(Chang, 1995; Beck & Webb, 2003; Lim & Haberman, 2004; Haiss & Sumegi, 2008; Sen, 2008; Redzuan, Abdul 
Rahman & S. H. Aidid, 2009). 
However, other studies discovered that the interest rate is not a significant variable in determining life 
insurance/family Takaful demand and were found to be negatively correlated with the interest rate (Depamphils, 
1975; Williams, 1986; Outreville,1996; Savvides, 2006; Li, Moshirian, Nguyen & Wee, 2007; Nesterova, 2008; 
Sen, 2008).The demand for life insurance increased with higher interest rates in the short run situation, but was 
inconclusive in the long run situation (Headen & Lee, 1974). Literature supports that a short term interest rate 
resulted in a significant  relationship  with universal life insurance, whereas current interest rates have a strong 
positive relationship with universal life insurance because the current interest rate of universal life insurance 
have been kept higher than the short term bases (Chang, 1995); domestic interest rate is statistically significant 
but inversely related to life insurance demand by supporting that a rise in real domestic interest will divert 
savings from long term funds to short term funds which tends to decrease life insurance demand (Ibiwoye, Ideji, 
Oke, 2010). The people are not attracted by lower price to increase the purchase of life insurance, but appear to 
take advantage of higher real rates in order to reduce the investment in life insurance and the real rates measure 
the preference for immediate as opposed to deferred consumption (Li, Moshirian & Nguyen, 2007). Evidence 
from previous findings is clear, that consumers, especially in the observed countries, prefer investing in assets 
other than life insurance policies (Nesterova, 2008).  
H3: There is a positive relationship between interest rate and family Takaful demand. 
4.1.4 Financial Development 
The findings from empirical study document a positive relationship between life insurance demand and the level 
of financial development (Outreville, 1996; Ward & Zurbruegg, 2002; Beck & Webb, 2003; Savvides, 2006; Li, 
Moshirian, Nguyen & Wee, 2007; Chui & Kwok, 2008, Sen, 2008). As the financial system matures as a whole, 
this would lead to a better supply of insurance products and thus raise the demand further (Sen, 2008). It was 
also shown that the financial intermediary sector is to complement insurance consumption in developed 
economies (Ward & Zurbruegg, 2002); the countries with well-being developed banks have higher levels of life 
insurance consumption as well as increased consumer confidence in other financial institutions (Beck & Webb, 
2003); and as more financial assets are accumulated, the people will also purchase more life insurance (Li, 
Moshirian, Nguyen & Wee, 2007). Due to this, financial development was introduced as financial intermediation 
which can be an important source of growth in the insurance and Takaful industry.  
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H4: There is a positive relationship between financial development and family Takaful demand. 
4.1.5 Savings  
Saving instruments are the alternative that represents competing products of life insurance. The life insurance / 
family Takaful demand might be boost if savings plus life insurance products are sold (Sen, 2008). The impact of 
savings on life insurance demand has been studied in the past (Headen & Lee, 1974; Chang, 1995; Beck & Webb, 
2003; Savvides, 2006; Sen & Madheswaran, 2007; Sen, 2008; Redzuan, Abdul Rahman & S.H.Aidid, 2009; 
Ibiwoye, Ideji, Oke, 2010). 
Evidence from literature suggests that savings has a negative impact on life insurance/family Takaful demand 
(Beck & Webb, 2003; Savvides, 2006; Redzuan, Abdul Rahman & S. H. Aidid, 2009). Consumers prefer to 
consider other alternatives of saving if the effective return within an insurance policy is lower compared to those 
offered by other saving instruments (Redzuan, Abdul Rahman & S. H. Aidid, 2009); there is a 
wealth-replacement effect which means that higher private savings displace life insurance and the higher the 
savings that an individual has, the less would be the motive to buy life insurance to supplement these financial 
resources in order to reach a targeted level of wealth for retirement or for bequeaths (Savvides, 2006). 
Other results show that saving variable has a positive relationship with life insurance demand (Sen & 
Madheswaran, 2007; Sen, 2008) and suggested that an increase in saving activity will enhance life insurance 
demand by increasing per capita insurance expenditure. Another result provided an ambiguous priority in the 
effect of personal savings rate on life insurance sales because an individual may have other investment 
alternatives besides the demand for life insurance (Chang, 1995). 
H5: There is a negative relationship between savings and family Takaful demand. 
4.1.6 Unemployment 
Unemployment rate is defined as an indicator of income uncertainty and is also viewed as an uncertainty variable. 
A few studies have been carried out to explain the relationship between the demand for life insurance and 
unemployment rate (Mantis & Farmer, 1968; Savvides, 2006; Lenten & Rulli, 2006; Savvides, 2006). Results 
from the studies suggest that unemployment rate has a negative impact on life insurance demand (Mantis & 
Farmer, 1968; Lenten & Rulli, 2006; Savvides, 2006). This indicates that people are not sensitive to changes in 
these factors when they decide to take out life insurance (Savvides, 2006). 
H6: There is a negative relationship between unemployment and family Takaful demand. 
4.1.7 Pensions 
Pension is a source of financing retirement and is considered as an alternative to private provisions. The growth 
of pensions has contributed to the decline in labour force participation at older ages (Samwick, 1998). Having 
adequate old-age pensions helps to encourage workers to retire earlier (Savvides, 2006).The existence of both 
private pensions as well as social security appears to have a negative effect on individual savings (King & 
Mireaux, 1981).The estimated coefficients positive with regard to pensions variable, but in most models, they are 
not statistically significant (Savvides, 2006).  
H7: There is a positive relationship between pensions and family Takaful demand. 
4.1.8 Stock 
Stock refers to the publicly traded stock (Lin & Grace, 2007) and is defined as the ratio of the stock market 
capitalization to gross domestic product (Chui & Kwok, 2008). Most studies examine the relationship between 
the performance level of stocks and the demand for life insurance/family Takaful (Headen & Lee, 1974; Cargill 
& Troxil, 1979; Zhu, 2007; Lin & Grace, 2007; Lim & Haberman, 2004; Arena, 2006; Chui & Kwok, 2008; 
Redzuan, Abdul Rahman & S. H. Aidid, 2009). These studies show that the level of stock has a positive 
relationship with life insurance demand (Arena, 2006; Zhu, 2007; Chui & Kwok, 2008). For example, when an 
individual benefit from a rising stock market, he or she will invest more in life insurance (Arena, 2006).  
In addition, some of the studies have found that the stock is negatively related with life insurance/family Takaful 
demand (Headen & Lee, 1974; Cargill & Troxill, 1979; Redzuan, Abdul Rahman & S. H. Aidid, 2009).  
However, in other studies it is found that the stock market is also not statistically significantly related to the 
demand for life insurance which is contrary to their hypothesis, even though the past performance of the stock 
market in the immediate previous period a direct relationship with the demand for life insurance (Lim & 
Haberman, 2004).This may explain that a higher price of stocks would stimulate the flow of funds that tend to 
depress life insurance/family Takaful sales (Haeden & Lee, 1974; Redzuan, Abdul Rahman & S. H. Aidid, 2009). 
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H8: There is a positive relationship between stock and family Takaful demand. 
4.1.9 Price of Insurance 
The relationship between price of insurance and life insurance demand has been studied in the past (Mantis & 
Farmer, 1969; Depamphills, 1975; Outreville, 1990; Outreville, 1996; Brown & Kim, 1993;Ward & Zurbruegg, 
2002; Hwang & Greenford, 2005; Savvides, 2006; Sen & Madheswaran, 2007). However, the indicator of price 
of life insurance is not available in the most of the studies because it is difficult to determine the price of 
insurance with the various customised nature of policies (Outreville, 1996; Ward & Zurbruegg, 2002; Hwang & 
Geeenford, 2005; Savvides, 2006).  
The findings of these studies indicates that price of insurance is positively related to life insurance demand 
(Mantis & Farmer, 1969; Depamphills, 1975; Outreville, 1996; Ward & Zurbruegg, 2002); the price of insurance 
variable is positive and statistically insignificant in the fixed effects model and is found negatively and 
statistically insignificant in the pooled cross-sectional model (Hwang & Greenford, 2005).This is because the 
longer life expectancy which is used to proxy the price of insurance has a positive effect on life insurance 
demand by resulting in a reduction in the price of insurance which leads the people to use life insurance 
(Outreville, 1996); the researcher suggested that the lower the price of insurance, it is expected to encourage 
more life insurance demand (Hwang & Greenford, 2005).Other empirical results showed that price of insurance 
are negatively related to life insurance demand (Outreville, 1990; Brown & Kim, 1993); whereas another study 
concluded that price situation does not affect life insurance demand at all (Sen & Madheswaran, 2007). 
H9: There is a positive relationship between price of insurance / family Takaful and family Takaful demand. 
4.2 Socio-Economic 
4.2.1 Life Expectancy 
Life expectancy is described as the number of years the average individual in a country is expected to live 
(Brown & Kim, 1993). It is also described as the average time span a human has before death, calculated from 
the time of birth (Neterova, 2008). Life expectancy is measured by life expectancy of males at birth in the 
time-series estimations and measured by the age of the head of household in the cross-sectional regressions 
(Savvides, 2006).   
The relationship between life expectancy has been studied by many researchers (Outreville, 1996; Brown & Kim, 
1993; Ward & Zurbruegg, 2000; Beck& Webb, 2003; Lim & Haberman, 2004; Ward & Zurbruegg, 2005; 
Savvides, 2006; Sen & Madheswaran, 2007; Nesterova, 2008; Sen, 2008; Hussels, Li, Moshirian, Ngyuen & 
Wee; 2009). Some empirical studies document a positive impact of life expectancy on life insurance demand 
(Outreville, 1996; Ward & Zurbruegg, 2005; Savvides, 2006; Sen & Madheswaran, 2007; Nesterova, 2008; Sen, 
2008). Life expectancy was found to have a positive relationship with life insurance demand which was contrary 
to their expectation (Li, Moshirian, Ngyuen & Wee, 2007). Life expectancy is found to positively related to the 
demand for life insurance, but it not statistically significant and has been removed from the estimation in their 
study (Lim & Haberman, 2004).The positive relationship between life expectancy at birth and the demand for 
life insurance is explained as populations with a longer life span tend to buy life insurance policies because they 
expect to enjoy a lower cost for insurance, a greater incentive for human capital accumulation since the cost is 
being spread over a longer period and the cash value is being accumulated for a longer duration (Lim & 
Haberman, 2004). This positive relationship is explained through the expectation that the longer the retirement 
span either due to earlier retirement or due to longer life expectancy, than the higher the share of income that 
people seek to save during their working life time to ensure adequate resources for retirement (Savvides, 2006). 
It also implies that the longer life duration reduces the price for life insurance and gives stimulus to purchase 
more of it in order to accumulate more capital through savings, therefore, the demand for life insurance products 
would be increased (Sen, 2008). However, some research (Brown & Kim, 1993, Beck & Webb, 2003) has shown 
that life expectancy is found to negatively relate to life insurance demand. 
H9: There is a positive relationship between life expectancy and family Takaful demand. 
4.2.2 Dependency Ratio  
The dependency ratio is described as the demographic structure of the average household in terms of the number 
of family members dependent on the main source of income (Lenten & Rulli, 2006). Empirical studies have 
shown that the dependency ratio is positively related to the demand for life insurance (Brown & Kim, 1993; Chui 
& Kwok, 2008; Curak & Gaspic, 2011); and it has been found that the dependency ratio has a positive impact on 
foreign life insurance participation (Ye, Li, Chen & Moshirian, 2009).The increasing number of dependents 
shows that the person needs to buy more life insurance (Chui & Kwok, 2011). 
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In line with this, findings of past studies have indicated that young dependency ratio is negatively related to life 
insurance demand (Beck & Webb, 2003; Sen & Madheswaran, 2007).It is expected that a young dependency 
ratio will increase the demand for mortality coverage and decrease the demand for savings through life insurance 
and annuities (Beck & Webb, 2003).Whereas, an old dependency ratio is found to be positively related to the 
demand for life insurance (Beck & Webb, 2003; Sen & Madheswaran, 2007; Sen, 2008). This can be explained 
as the older population grows, there will be a higher demand for savings (Beck & Webb, 2003).  
H10: There is a positive relationship between dependency ration and family Takaful demand. 
4.2.3 Education 
The findings on the relationship between education and the demand for life insurance was found to have a 
positive effect (Hammond, Houston & Melander, 1967; Ferber & Lee, 1980; Burnett & Palmer,1984; Truet & 
Truet, 1990; Brown & Kim, 1993; Gandolfi & Miners, 1996; Hau. 2000; Hwang & Gao, 2003; Baek & Devaney, 
2005; Hussels, Ward & Zurbruegg, 2005; Savvides, 2006; Lin & Grace, 2007; Nesterova, 2008; Yusuf, 
Gbadamosi & Hamadu, 2009; Curak & Gaspic, 2011); but in other studies, education was found to be negatively 
related (Duker, 1969; Anderson & Navin, 1975; Auerbach & Kotlikoff, 1989). Higher education increases life 
insurance demand because people can better identify the types of life insurance available as well as have a strong 
desire to provide protection for dependents against risks (Truet & Truet, 1990; Baek & Devaney, 2005); and 
increase the insurance mindedness that helps to purchase life insurance products more objectively (Hau, 2000). 
The educational level of the household also represents a positive attitude toward life insurance demand (Yusuf, 
Gbadamosi & Hamadu, 2009). This may suggest people to have a greater awareness which can lead to an 
increase in the understanding of the importance of life insurance (Hammond, Houston & Melander, 1967; Brown 
& Kim, 1993; Hwang & Gao, 2003; Savvides, 2006, Lin & Grace, 2007; Nesterova, 2008; Curak & Gaspic, 
2011). 
However, the findings in other studies reveal that education is negatively related (Duker, 1969; Anderson & 
Navin, 1975; Auerbach & Kotlikoff, 1989); and an insignificant relationship has been found between education 
and life insurance demand (Outreville, 1996; Beck & Webb, 2003; Tan, Wong & Law, 2009). The education level 
was found not to have a significant factor to determine life insurance demand because the people acquired the 
knowledge about life insurance from respective insurance agents and not from the formal education system (Tan, 
Wong & Law, 2009). 
H10: There is a positive relationship between education and family Takaful demand. 
4.2.4 Age 
In some literature, the findings showed that age is positively related to life insurance demand (Showers & 
Shotick, 1994; Berekson, 1972; Truet & Truet, 1990; Yusof, Gbadamosi & Hamadu, 2009; Hwang & Greenford, 
2005, Tan, Wong & Law, 2009; Liebenberg, Carson & Hoyt, 2010). This is because an increase in age indicates a 
higher positive attitude toward insurance and people who are towards the end of an active life are more 
conscious of life after retirement (Yusof, Gbadamosi & Hamadu, 2009).  
But, it was disclosed that when people grow up they have a greater awareness on the need of life insurance but 
the need of life insurance will decline as the people reach beyond a certain age. Evidence supports that age was 
found to have negative impact on life insurance demand (Bernheim, 1991; Chen, Wong & Lee, 2001; Ferber & 
Lee, 1980; Savvides, 2006; Hau, 2000; Liebenberg, James & Randy, 2010; Goldsmith, 1983). This can perhaps 
be explained as people are more likely to purchase life insurance for morbidity as well as for retirement purposes 
which vary with their affordability and not age (Chen, Wong & Lee, 2001); as the average age of people 
increased the cost of obtaining coverage also increased and this can reduce the desirability of purchasing life 
insurance (Goldsmith, 1983); and for older people they are less likely to become involved in long-range planning 
(Savvides, 2006). 
On the other hand, there are also some studies which indicate that age was not a significant factor influencing 
life insurance demand (Duker, 1969; Gandolfi & Miners, 1996). One of the studies produced mixed result, for 
example, age becomes statistically significant in both low and middle income groups but not in the high income 
class (Hammond, Houston & Melander, 1967). 
H11: There is a positive relationship between age and family Takaful demand. 
4.2.5 Urbanisation 
The relationship between the urbanisation and life insurance demand has been identified in the previous studies 
(Neumann, 1969; Beck & Webb, 2003; Hwang & Gao, 2003; Savvides, 2006; Sen & Madheswaran, 2007; 
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Nestrova, 2008; Sen, 2008). The findings indicate that the urbanisation is statistically significant in which the 
demand for life insurance is likely to increase as there is a higher degree of urbanization (Hwang & Gao, 1969; 
Savvides, 2003; Sen & Madheswaran, 2007; Sen, 2008). The result of determinants for 12 Asian Economies 
found that the urbanisation variable is significant but it suggests that the life insurance demand decreased 
because of the migration of rural poor into the urban areas; whereas the result of determinants for India 
suggested that urbanisation has a positive coefficient because the more urban an area, the demand for life 
insurance would increase (Sen & Madheswaran, 2007; Sen, 2008). The urbanisation has a positive relation 
because the increasing urbanisation level together with the economic progress can reduced the number of 
children and change the traditional economy as well by which the parents have to save funds in order to meet 
their retirement needs (Hwang & Gao, 1969); and it is expected that the consumers who lived in an urban area 
also have a higher level of life insurance demand as costs related to marketing, premium collection underwriting 
and claim handling are reduced even though the result cannot explain the variation in life insurance penetration 
(Beck & Webb, 2003). 
However, in the other studies the results indicated that urbanisation has a negative coefficient (Neumann, 1969); 
the urbanisation level is found to be insignificant because it does not have a robust link to life insurance demand 
(Nestrova, 2008). 
H12: There is a positive relationship between urbanisation and family Takaful demand. 
4.2.6 Household Size/Family Size/Number of Children 
The relationship between household size or number of children and life insurance demand has been studied by 
several researchers (Hammond, Houston & Melander, 1967; Duker, 1969; Anderson & Navin, 1975; Ferber & 
Lee, 1980; Goldsmith, 1983; Skinner & Dubinsky, 1984; Burnett & Palmer, 1984; Shower & Shotick, 1994; 
Gandolfi & Miners, 1996; Savvides, 2006). Empirical studies have shown that the demand for life insurance is 
positively related to household size or family size (Hammond, Houston & Melander, 1967; Shower & Shotick, 
1994; Savvides, 2006). The number of children is a positive significant variable because households with a large 
number of children have a greater demand for life insurance (Ferber & Lee, 1980; Burnett & Palmer, 1984). It 
was found that household size is a good predictor of life insurance demand (Savvides, 2006); as the household 
size increased by one person, the current purchasers of insurance also increase (Shower & Shotick, 1994); and as 
the number of children increased, the amount of insurance also increased (Burnett & Palmer, 1984). 
In other studies, the relationship between the household size and life insurance demand is weak (Gandolfi & 
Miners, 1996); the impact of household size on life insurance demand is found to be ambiguous and the larger 
households are less likely to purchase life insurance because the increase in household income due to an 
additional dependent is opposed by an increase in the cost of supporting a larger household (Goldsmith, 1983). 
Besides, the other findings showed that there is no significant impact between household size and the life 
insurance demand (Anderson & Navin, 1975; Duker, 1969). 
H13: There is a positive relationship between household size and family Takaful demand. 
4.2.7 Employment Status 
The relationship between employment status and the life insurance demand has been studied in the past (Mantis 
& Farmer, 1968; Goldsmith, 1983; Skinner & Dubinsky, 1984; Baek & Devaney, 2005; Savvides, 2006; 
Liebenberg, James & Randy, 2010); where the variables also include the labor force participation (Gandolfi & 
Miners, 1996); and the occupation as well (Hammond, Houston & Melander, 1967; Duker, 1969; Ferber & Lee, 
1996). Result from the studies suggest that employment status is a good predictor that influences the purchasing 
decision which can encourage life insurance demand (Black & Skipper, 1993; Baek & Devaney, 2005; Savvides, 
2006); and the employment status of an individual also influence the life insurance purchasing decision (Black & 
Skipper, 1993). Evidence has shown that both full and part time work has a positive impact on group life 
insurance ownership (Gandolfi & Miners, 1996). The purchasing of face amounts of life insurance is influenced 
positively by a wife’s working status (Ferber & Lee, 1996); a wife’s employment status is an important factor in 
a family decision to purchase life insurance (Skinner & Dubinsky, 1984); a household head’s occupation was  
determined to be significant except for the middle and high income subgroups (Hammond, Houston & Melander, 
1967); and those who started with a new job were more likely to purchase life insurance (Liebenberg, James & 
Randy, 2010). The employment status is positively related to life insurance demand because the higher status of 
people represents the people who are future oriented, more financially sophisticated and more concerning in 
educating their children (Duker, 1969); which accounted for a greater awareness of the need for life insurance 
(Hammond, Houston & Melander, 1967). 
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H14: There is a positive relationship between employment status and family Takaful demand. 
5. Proposed Framework 
Based on the pertinent literature discussed earlier, a conceptual framework for the determinant of family Takaful 
demand is developed (see Figure 1). This study suggests that several factors such as income, interest rate, 
financial development, pensions, stocks, price of insurance, life expectancy, dependency ratio, education, age, 
urbanisation, household size, employment status, inflation and savings are considered important factors that 
determine family Takaful demand. The proposed framework for this study is presented in Figure 1.  
Insert Figure 1- here 
From the above, the condition of family Takaful demand suggests that:  
 There are positive relationships between variables such as income, interest rate, financial development, 
pensions, stocks, price of insurance, life expectancy, dependency ratio, education, age, urbanisation, household 
size and employment status with family Takaful demand. 
 There are negative relationships between variables such as inflation, savings and unemployment rate with 
family Takaful demand. 
Hence, this conceptual paper seeks to test the proposed framework of family Takaful demand in the context of 
Malaysia. It is worthwhile to do empirical studies to examine whether these factors are considered important and 
significant as mentioned in the proposed framework. 
6. Conclusion 
Much of the literature suggests that family Takaful business could contribute to the overall economic growth in 
Malaysia, hence the importance of this study. From the thorough review of related literature in this particular 
area of interest, there are nine (9) economic factors and seven (7) socio-economic factors that could possibly 
influence family Takaful demand. Further study is therefore needed to examine whether all of these factors 
contribute significantly to the family Takaful demand.   
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Table 1. Takaful Business Performance in 2005 to 2009 
RM Million 2006 2007 Growth 2007 Growth 2008 Growth 2009 Growth
Family Takaful 725 1,267 74.6% 1,452 14.7% 1,980 36.3% 2,178 10.0% 
General Takaful 551 704 27.7% 687 -2.3% 853 24.0% 1,053 23.5% 
Total 1,277 1,970 54.3% 2,140 8.6% 2833 32.4% 3,231 14.1% 
Source: ISM as cited in Etiqa Takaful Berhad: Evaluation of the Malaysian Takaful Industry 
 
Table 2. Takaful and Conventional Insurance Fund Assets 
Takaful Fund Assets 
 2006 2007 2008 2009 
Total (RMb) 6.89 8.81 10.5 12.4 
Family 5.8 7.4 8.9 10.5 
General  1.1 1.4 1.7 1.9 
% of Gross Nasional Income 1.2 1.6 1.5 1.9 
% of total asssets of the insurance and Takaful industry 5.9 6.7 7.5 8.0 
Source: Bank Negara Malaysia (2010) 
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